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FEDERAl ea.tItlNICA~S CClWlSSION
CfF!CE <JTHE SECRETMV

Ms. Donna Searcy
Secretary
Federal Communications Commission
1919 M Street, N.W.
Room 222
Washington, D.C. 20554 /

Re: MM Docket No.

Dear Ms. Searcy:

Parte Presentation

On Tuesday, February 16, 1993, John Evans, President,
Cable TV Montgomery and Nancy Peretsman, Managing Director,
Solomon Brothers, met with Chairman Quello and Robert Corn-Revere
to discuss the above-referenced rulemaking proceeding. In the
course of this meeting, Mr. Evans left behind copies of the
enclosed letter to Chairman Quello clarifying certain statements
that have been made in the course of this proceeding with regard
to Cable TV Montgomery.

If you have any questions regarding this matter, please
contact the undersigned at (202) 939-7900.

CSWjsrr
Enclosure
cc: James H. Quello, Chairman FCC (wjo encls.)

4686

Nt'. of Copies rec'd---19:! \
Lk· ," r;; /-' ,-' E":"'~ ~"~ i...iI~' ..J



fiECEIVED

fEB 17 1993

ftDEIW.CCNMUMICATOS~
(FACE a:: THE SECRETARY .

February 16, 1993

The HQDOnb1e Jame. H. Qudto
AQtInI Cbaleman
Federal CoiJUtUmlo8tlODI Commlallon
1919 MStreett N.W.
Wuh1D&tOft, D.c. 2OSS4

Re: MM Dgckot NO, n·2.fm

Deat CbalrmtA QueUo:

Althoush HauSCI' Communications. Inc. fa a party to reply comments in the above-referenced

pr0ccc4ina filed by a aroup of cable o~rutun, 1 we are writing separately to clariCyand lO prOvido

additiOnal informadont with reapect to certain .tatomonta con.cemina Hauser Communicationa'

attlUato Cable 'IV Montgomery (CTM) contained in the comments f1lcd OD January 27, 1993 by a

coalition conllating of: Austin, TX; Dayton, OH; Dubuqut; lA; OiUcUc, WY; Montgomery County,

MD: St. Lour.. MO: Ind Wadaworth, OH (The Q)l'Iition).

The Coalition" Commentlstate thftt "Cable operators around the country huve quIckly re

tiered Incaa and taken rate hikes in anticipation or rate rcaulaUon in AprU."~ Spccl£lc reference

ia made to C1'M on page 45 of th~ Coalition flUna, and in the cite to an article appearing In The

WalhinBrolt POst on December 7, 1992. The urtiole in question atatea: 'For example. rates Cor one

baaiu,Iervlce tier offered in Mon~gomery County, Maryland incrcuod by 44%, fourt~n times the rate

of in6atfon.iI However. the CoaUUon'. comments neeleeted to include furth.,r publicly available

20 Welt Gude Drl1l8 l<ockvllle, Maryland 20650-1160 (301) 29A·7600
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retC\llnt InrotmAtlon lummarlzed in a CTM Letter to the Editor published in T1t.I WQ8hlngton POll

on Docembor 31, 1992.1 We beUeve tho facta contained in thia letler place the referenced "44%

inoreue" in a proper context.

In AptDt 199j. CTM offered &\ "basic" only service lior 8t a price of $12.9S per month. This

balio der provided lubicribers 27 channela (If seNJcc: ($0.48 cents per channel). Expanded latclllte

ICrvicc tIen, over and above the basic tief. were offered II a further option to SUbscribeR. In

February, 1~ C1'M reduood the monthly pric.:c of thil bastc only sCl'Ylcc to $6.95 in Q promotional

effort to cDoouraic non-aubacrJbers and otherwille dllconnc<:tin& sublenDers to accept aome form of

cable lCrYioe. Thil represent~ q mlvctioQ in the price oCba&1c only llervice of 46.~%. Simultaneous

with tho FcbruUJ, 1992 baaic fate reductjon, Cl'M eoblnGd the ballc aeNice tier by adding

luperttation, WON. wrssl and WWQR. In ,June or 1992,The ~arn{ng Channel replaced WWOR..

Nino months following this 46.3% basic rate rcdUCt.!OD, Ccngreaa enllcted the Cablc Act of

1m. On December 10, 1992, ihe FCC. in heginnins the Impl~montatlon of the Itatute's rate

proviJionl, adopted ita NotiS3) Of PropoRd RulemUioain MM Docket No. 92-266. In adopting the

NQtice. thu FCC indicated that in sOiting a atandard of teR!onablenesa Cor basic cable rates it mllbl

restrict baste rate fncreasea for those cable systc.rna that were far below the benchmark rate. Thus,

as crM Interpreted ihe PCC'.lItatcmcnts,4 CI'M bo1l8'lGd that it misht eventually be precluded from

rcinataUna a normal rate for ballc Icrvice, even if such un lnercalc were well wlt.b1n the zonc of

fC8IonabJcncu.'s Facinl thfa praa~t) in JanuaI)' 1993, CTM {ncroued its stated rate (or 31 channel

bastc ICMce, fOt new .ub,ctWo.tl,onlx, to $10.00 or SO.32 per channel of basic service. To prote<:t
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aiaung bMlo-onty IUbtcr1bcn, whether they began their scrvicc at the S1Z.95 or $6.95 rate, CTM

araDdfathered tho bulc Tllo for thole e:xIlltlna lIubacrlbBra at $6.9~ per month. In etrect, ~he 4,500

C\lmmt aubllotlbcl'l to baalc-oDly service rgtved DO rate inc.tKlc at aU. Indeed, leas than 200 of

CI'M'. 172,000 totallublorlbcn now pay the $10.00 rate for bale service only.

While the $10.00 per month rato is II 44% increuc from the immedlately preceding

promotional S6.9S monthly I1lte, h followed a 46.3% reduction In the baaic only rate and It fa sUIl22%

_ than tho $12,95 pet montb basic rata charged utttil Janu~J')'. 1m The stated rl\~O per channel

for basic only ICIIVlcc now amount. to $0..12 centa per channel. In oUcci, the atated rate for basic

only aerv10e had lODe from $0.48 pet chtmnel to $0.22 per channel to $0.32 per chann~l. Virtually

SU blale only subscribers are today. payfni $0.22 per channel ~nd have experienced DO talQ inOfCMG.

The 'ColIttion Comments state tba~ "cualomera of the cable system [in Montgomery COunty]

have told tho County that when they rcqucs~ baale set'\lice, they arc provided with Cllpanded basic und

never advised'Of the exlateDcc of a lower tier.· 6 Over tho Icvcral year period tba\ lhe baaic tier hsllo

been In emteftee, approximately 130.000 .alca trftnllt\ctionll have been made and, to our knowledge,

no more tb.n IeYcral oUitomera have filed B complaint with tho Franchlaor regarding

muundcntandtnp about the availahility of the basic dcr. Indeed, a primary reason for the 1992

baaic tier price reduction was to obtain additional subscribers and thcnvallablUty of the tier and rate

were wcU pUbllciZed. CTM ~nt its subscribeR three separate maiUnp or bill stullcra over a 21

month period. del'iJrJbing the basic tier and ita monthly rate. Furthermore) aU significant local

nCWlpapeB, inc1udins TM WClshinston Post, the Mootgomtry Journal, and the Gazette have reported

I
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on tho avaUIbWty of COrM!. bulc &crvlcc Uer and il.a monthly rate, While Bny buaineu would

certainly prefer th.t poUmtlal cUitome:s purchase \hc full range oroptiona, crM has provided ample

notice to tI. public 6f the MihlblUty (If the bale only IOrvice. A. a rctlult, 4,700 lubacribers

currently taka tbta baalc-only option.'

The CoaRtlon also states that, 8coordlng to another Wa,hingron Post arlicle appeuring on

Januity 22,1~ -ne tOp Buro Service- (6 non-bllsle tier) •• haa rilen "173 percent over the six-year

period fiom 1986 but contained 7 fewer channels than previoully altered in 1986.118

w~ wfah to place tbis statement In a proper contc:"t. CTM acquired. on November 14,1~

ft CAble .tom wh1cb had failed. both tethnlcally, financially) and operationally. Since then. CI'M

wrcohid out aDd rebuilt mOlt of the pre-exlatlng gable facilities (approximately 1,000 miles) and

completed the wiring of the remainder o£ the franchise area (over 2.200 mUea or addftloA"l plant).

CI'M met every major timetable and l'ranchlse obligation required by lla franchisor) including the

paymen* of 18;949,000 to uparadc PEG facilities Rnd programm.1nil and the coMtructlon of three

.eparate netwotlu for exclusf\lc Franchisor we (a 2$ mile Institutional Network, a 27 mile

Government Network. tmd a 33 mile fiber optic network). Theae achlcycmenf.l have been

acknOWledged by the franchlaor. In th" Ilime time period, C1'M also Jnereued subscribers from

approxfll1ately 27.000 to 172.000.

Furthermore, simply comparing the number ofchannels offereu by the original, tailed system

and the number otTcfea today la misleading. Tho original system o«ctcd 8 larae number of alpha-
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numeric chlnneli. an obsolete produc~ no longer carried by cable l)'Itcml due to u lack of sub

inwreat. Inatead, CI'M now often aeven more aatolUto cable programmina lervk.cl and three more

ch,"nq of aaceaaIorillDation pro,rammlng.9

FloaJIy, the percentage rate increase mentioned in tho ncwapapcr arUcJc was obtained by

(:Oniparln:, the bcldw-eoat Initial frlinchiae rate of $8.95 per month charged In 1986 by crM'a failed

pred~; with CTM'. 1m raw of $24.45. Howwer, prior 10 rate deregulfltion and ancr

November 14. 1P86 (when CTM acquired the system), CTM was permitted to charao wm: aubamibera

$14.95 per month. This recoan{~ the fact that, at $8.95, the bualneu waa not financlatlyvlabto 8rtd

thal.nor de.reaulatlon (January It 1987), allaubserihera would be required to pay $14.95. Thus, bolh

the $&9$ and the $14.95 tate were in effect in. 1986. We respectfully aubmlt thaL the mQre

appropriate compan-on fa between the rcaUdle $14.95 rate in 1986 and the $24.45 rate in 1992. This

reaul" III an lncrcaac of 64% rather than tho 173% over the 6 year period. Over that &ame time

porlod, an advanced cable system was cOnstructed, many service improvementJ were Jnado, aftd many

new propmmlna .ervidel were added to improve the quality of cable service to the community.

ReapcctfuUy submlUed,

John n. Bvt'lnl

President
Hauser Communicatlona. Inc.
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~AdelphIa o-ma".ttoa& CcrponUDD, ILII. Reply Cammeftll.

~.t""". ,
sa. DieCiIiilblt9.1ta let. from ,. l'My 10 JJww~ 1'01I, allllCbed 1Mr"0 II AllMlWftOftl A.
fit shrt,akl Jlti*-0\1\ ~bll Cllifa Caanawere J'*1IIed 1lOl only '" 'Mca-- rUed bJ tbe~bnt ,bat commQl\lcrs,
l1Idudrq'lM Oaddaft.~ II'I'Ue IIIIt f'r'I1IctlJ&lnJ autbed•• ha... lIll pcMV lei I'wecIclIe l'ILe laue••ovon CDr IbaIe cable
OI*IW'I, Wbo~ romm, un.d« 1118 bInch JIIItt rite. .. 0lIlU1atI eommOGU It~
'indcoil, Whon 1M tiSIkiil- AIeIiaiI OIl December 2-i. 1m. tho FCC~ rUed tba paulblllty tbat It 'NO\1t4 Imp:110 pdce
capl Oft rite~ by cabla~OI* lhal WIn 18r1sDlhe rate lewl~lch tile Pee d.wmlnocllO be rouooable. tfmD at

J~'Coalldon 0llmIDeftt& fto4.'.
"llIe CDaJIdan .t4 ttt UIoIt CClmmcrl.Ia. also roCel'l to "tbe handful" of alatklI ..~b'I\Iblcrlbol'l whOM bale ratel wero
ftOllncreMed 'n 1M1II1)' 199;.\~ naw Illblcrlberalbulc ralU IftcroNo4 \0 110.00 pit moatll, elM pndf'atbered ..,s00 ha=CII
at tho tIJM or tbll ntt Incnate. The dlal'lleteNAllon or lboMl ...500 homoa u a -tlAIld&l" of IUbIcIlben IIll1bJccUYc. til Cact, Ulla
lablcrlber n.....111I1Pf lbln lbo It'OI1lft1,1ar1ty at alble '1'lema In thll UDired StaUll, and rcpftlICnlcd .uof CTM'I buIcoonly
f.UbIcribon at 11ltllllD6. III NCTA" 'c:.wa'l'e1ftblan DneJcpmenu HandboClk,' 1m
;Ca.utJoD ComnIoftca at n.41.
800 AlLIcIh.-nt B.
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, JOHN R. EOOV
.DENfAlO

OIlF ClftIWNl C"GR Decembc:r 9, 1992

LettCfl to the Editor
1b8 Wlihiftl'01l Poat
1150 15th Street, N.W.
Wuhlnston.D.C. 20071

Doar Editor:

A Docc:mbCr 1.199% WulWt&ton Polt ltacy eDtitled -R,teI for Cablo lV Riae In Advance of LimIt
Law"t created In Imprculon that .ubsc:rlbc:n to Cable 'tV MOnlJOmery'a entry-level basic cable
teleYiaiOn KM= Will leO iI +4 pcn:cnt pri'O increase in 1993. 1bac are the facta:

• The mOllthly price for oUt 31 channel cnuy-level basic aeni~ is currently 56.9'. 111i1
Is eonslderabJy leu thaD the actual cost of'providing thac ICrYice and is actually a
mtumJon of $6.00 from the 1991 price ot $12.95.

• In 1993. the monthly price fcr this seMce will rise to $10.00 to more adequately
~r the cost of providina the Icrvlc:c. Thla pri~ I, lUll far belOW the 1921 price
ot $12.95.

• However. tbe 2 poroent of our cwtomel'l who currently .ubectibe to thIl acrvice wUJ
see DO price iocrcuc at aU. became the $10.00 ratO wall only apply to new customers.

• In 1993. the moathly price Eor our 57 channel full ICm~ will increaac aboul
8 ~tWll to $26.45. nUl refleeu our riling cosll. Including those: UIOClated with the
addition ot four new pro&mm channell: The Science Fiction Channel, The Cartoon
NetwOrk, WON Chicago. and Comedy Contral.

• Because. we have cbolen to refund lubscriber. thelr 525.00 ~t·tQP converter deposit
(a total of approximately $4.:S mUUon). moat of our cultomcn will.eel DO focreBle io
jUl[ 1923 mgndJly ptymcntJ. and many will actually sec a (eduction.

We believe the article would have been morc helpful to our aublcribcn had il included these
important fIctI, which had been made: available to the Wtllhbtgron Poll.

20 'W8s1 G\.Id. Orl.... ~\(ville. Maryland 20850-1100 (301) 294-7600
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